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*'  The  wisdom  of  mankind  creeps  slowly  on. 
Subject  to  every  doubt  that  can  retard, 
Or  fling  it  back  upon  an  earlier  time ; 
So  timid  are  man's  footsteps  In  the  dark, 
But  blindest  those  who  have  no  inward  light. 
One  mind,  perchance,  in  every  age  contains 
The  sum  of  all  before,  and  much  to  come — 

•  Much  that's  far  distant  still;  but  that  full  mind. 
Companioned  oft  by  others  of  like  scope, 
Belief,  and  tendency,  and  anxious  will, 
A  CIRCLE  small  transpierces  and  illumes: 
Expanding,  soon  its  subtle  radiance 
Falls  blunted  from  the  mass  of  flesh  and  bone. 
The  man  who  for  his  race  might  supersede 
The  work  of  ages,  dies  worn  out — not  used, 
And  in  his  track  disciples  onward  strive, 
Some  hairs* 'breadths  only  from  the  starting  point: 
Yet  lives  he  not  in  vain ;  for  if  his  soul 
Hath  entered  others,  though  imperfectly. 
The  CIRCLE  widens  as  the  world  spins  round,— 
His  soul  works  on  while  he  sleeps  'neath  the  grass. 
So,  let  the  firm  Philosopher  renew 
His  wasted  lamp— the  lamp  wastes  not  in  vain, 
Though  he  no  mirrors  of  its  rays  may  see, 
Nor  trace  them  through  the  darkness."— 

R.  H.  HORNE. 


THE   FISCAL   QUESTION   IN  FRANCE. 


On  Wednesday,  i8th  May,  1904,  the  National  Liberal 
Club  Political  and  Economic  Circle  held  its  Fifty-second 
Dinner,  in  conjunction  with  the  Political  Committee  of 
the  Club,  the  occasion  being  turned  into  a  celebration  of 
the  Entente  Cordiale  between  France  and  Great  Britain. 
The  Earl  of  Crewe  presided.  Monsieur  Joseph 
Caillaux,  late  Minister  of  Finance  of  France,  and 
Monsieur  Yves  Guyot,  late  Minister  of  Public  Works 
of  France,  were  the  special  guests  of  the  evening  ;  and 
the  following  paper  by  Monsieur  Caillaux  was  taken  as 
read. 


My  Lord,  Ladies,  and  Gentlemen, — 
My  first  words  must  be  to  thank  the  members  of  the 
Political  and  Economic  Circle  of  the  National  Liberal  Club 
for  the  very  great  honour  they  have  done  to  me  in  asking 
me  to  take  part,  this  evening,  in  their  meeting.  May  I  ask 
them  kindly  to  believe  that,  not  only  do  I  appreciate  the 
distinction  they  have  thus  conferred  upon  me,  but  I  am 
also  fully  sensible  of  the  gravity  of  the  task  ?  The  best 
proof  that  I  can  give  of  this  is  that  my  gratitude  is  equalled 
by  the  embarrassment  I  feel  in  attempting  to  develop,  as  I 
should,  the  important  subject  you  have  asked  me  to  intro- 
duce for  your  consideration — "The  Fiscal  Question  in 
France." 

Through  differences  of  politica  1  and 
economic  circumstances,  to  which  I  ^^''^^^ 
will  make  but  a  brief  allusion,  while  Question, 
the  expression    "Fiscal   Question"  has  in  England  a 
narrowly  limited  connotation,  in  France  the  same  term 
compasses  all  the  problems  of  State  finance,  the  multi- 
plicity of  which  is  only  equalled  by  their  variety.  Such 
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questions  as  that  of  replacing,  totally  or  partially,  the 
various  direct  contributions  by  a  general  income  tax, 
levied  according  to  some  general  estimate  or  by  means  of 
schedules — the  transformation  of  the  stamp  and  regis- 
tration taxes — the  suppression  of  the  octroi — the  simplifying 
of  our  system  of  taxes — and,  lastly,  the  question  of  Pro- 
tection and  Free  Trade,  now  left  in  the  background  but 
certain  of  reconsideration  in  the  near  future — these  are 
some  of  the  principal  questions  which  are  suggested  to  our 
minds,  as  Frenchmen,  by  the  words  "Fiscal  Question," 
to  which  we  have  continued  to  attach  a  comprehensive 
meaning. 

It  would  be  easy  for  me  to  choose 
How  it  must        amons:  these  divers  subjects  the  one 
be  dealt  with.  u  •  u     ^.^     ^  •         j  •  ^  • 

which  attracts  your  immediate  in- 
terest, and  to  submit  an  essay  on  it,  neglecting  all  the 
others.  But,  in  so  doing,  I  should  have  to  incur  the 
reproach  of  allowing  myself  to  be  hypnotised  by  the  pre- 
occupation of  the  hour.  I  should  fear,  too,  to  do  harm 
to  the  very  statement  of  this  question,  in  so  isolating  it. 
It  seems  to  me,  then,  preferable  to  expatiate  on  some 
special  characteristics  of  our  system  of  taxation,  and  to 
explain  briefly  how  the  principal  questions  which  face  us 
have  originated.  We  shall  afterwards  be  more  at  liberty 
to  study,  to  the  desired  extent,  the  regime  of  our  Custom 
House. 

L 

Anyone  who  studies  our  system  of 
ru  ^^"^r^j.  ,  taxation  with  an  open  mind  is  obliged 
French  Taxation.  recognise  that,  ir  it  has  some  re- 
markable qualities — if  its  ingenuity, 
its  elasticity,  its  productiveness,  and  its  freedom  from  all 
prying  into  private  affairs,  are  to  be  put  to  its  credit,  it 
has  some  inconveniences  which,  in  some  measure,  are  the 
complements  of  its  advantages.  It  is  exceedingly  compli- 
cated, and  it  gives  much  room  for  privilege.  The 
multiplicity  of  our  taxes,  their  multiformity,  and  their 
complexity — that  is  what  first  strikes  the  mind,  and  it  is 
easy  to  understand  what  grave  inconveniences  result  from 
this.  Taxation  is  always  a  trouble  to  people's  lives.  It 
involves,  for  each,  an  increase  of  effort  or  a  diminution  of 
pleasure.  But  when  it  is  very  widely  distributed,  when  it 
consists — as  in  our  country — principally  of  taxes  on  the 
consumption  or  exchange  of  goods,  it  falls  on  all  the  acts 
of  daily  life,  diminishes  the  means  of  activity  of  citizens. 
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warps  their  natural  bent,  strikes  the  active  form  of  wealth, 
which  is  in  course  of  circulation,  and  is  precisely  that 
which  should  be  spared. 

To  what  must  we  attribute  all 
these  comphcations.    In  part  to  his-      The  Causes  of 
,     .  ^    .  ^  ^         2.  ■     ^       these  Complications, 

tone  causes,  m  part  to  certam  ten- 
dencies of  the  French — or  more  exactly  the  Latin — spirit. 
I  have  shown  in  a  book  recently  published  that  our  array 
of  imposts  which,  in  appearance,  dates  from  yesterday, 
has  really  its  roots  in  the  olden  time,  and  that  we  must 
seek  them  as  far  back  as  the  institutions  of  ancient  Rome, 
which  had  so  strongly  built  the  foundations  of  her  fiscal 
system  among  the  Gauls,  that  she  made  possible  its  dura- 
tion through  many  centuries  and  its  survival  of  the 
barbarian  invasion.  Feudalism  divided  it  up,  but  did  not 
destroy  it.  When  royalty,  seeking  national  unity,  in  order 
to  assert  its  authority,  strove  to  withdraw  taxation  and  to 
re-assess  it,  it  was  Roman  taxation  which  it  restored,  with 
all  its  complications.  To  these  complications,  some 
others,  bequeathed  by  feudalism,  were  added,  so  that  the 
monarchical  taxes,  those  of  the  ancien  regime,  were  organ- 
ised by  Colbert  with  much  science  and  skill,  but  also  with 
a  subtlety,  a  diversity,  and  a  complexity  quite  unprece- 
dented. It  is  quite  true  that  the  edifice  so  built  up  was 
undermined  by  the  great  economist  and  statesman  Turgot, 
and  was  overthrown  by  the  Revolution  ;  but  its  fall  was 
only  momentary.  The  Constituent  Assembly  used  all  its 
efforts  to  build  anew  on  the  ruins  of  the  edifice  it  had 
fortunately  demolished,  and  it  sketched  a  big  fiscal  system 
impregnated  with  the  idea  of  justice,  falling  equitably  on 
incomes  and  allowing  only  a  very  small  place  for  taxes  on 
the  consumption  and  traffic  in  commodities,  which  are 
always  unequal  in  their  incidence,  always  unjust.  Un- 
happily this  new  regime  could  not  live.  The  reaction 
which  came  about  with  the  Consulate,  and  was  developed 
under  the  Empire  and  the  Restoration,  gave  a  new  life  to 
a  great  part  of  the  taxation  of  the  old  regime.  These  were 
simply  brought  up-to-date  and  rigged  out  with  new  names. 
Since  that  time,  in  spite  of  important  reforms,  made 
especially  during  the  last  few  years,  our  fiscal  system 
remains  in  many  ways  similar  to  that  of  the  commence- 
ment of  the  nineteenth  century,  and  in  consequence  to 
that  of  the  old  regime.  In  truth,  one  is  nothing  but  the 
natural  result  and  extension,  the  logical  development,  of 
the  other.  Our  system  of  taxation  has  inherited  the 
conceptions  which  characterise  that  of  pre-Revolution 
days. 
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It  is  then  easy  to  understand  that 
'''^Reform  ^*  greater  part  of  those  who  think 

about  these  subjects  are  convinced,  as 
you  and  I  are,  that,  in  so  complex  a  fiscal  system,  the  line 
of  progress  must  be  towards  a  reduction  of  the  number  of 
taxes,  and  are  in  accord  with  the  masses  who  are  suffering 
from  an  exaggerated  formalism.  These  claim  some 
simplifications  and  reforms — suppression  of  the  octroi  taxes 
which  paralyse  trade  and  prevent  the  free  circulation  of 
goods,  change  in  the  registration  taxes,  especially  those 
which  weigh  on  the  transfer  of  land,  and  reduction  of 
indirect  taxation.  These  are  the  principal  items  of  a 
programme  which  draws,  or  will  draw,  the  attention  of  the 
public. 

II. 

But,  however  important  the  use  to  be  made  of  this 
programme  may  be,  it  is,  after  all,  only  secondary. 

Evils  of  Taxation  "^^^      ^^^^  ^^^^        systems  of 

^  ^  ^  *  taxation  bring  with  them  different 
kinds  of  inconveniences,  if  not  analogous  to  those  from 
which  we  suffer,  at  least  equivalent  to  them.  With  us,  it 
is  the  complication  at  which  we  grumble,  elsewhere, 
notably  in  Germany,  people  groan  under  the  arbitrary  and 
brutal  conduct  of  the  Treasury.  I  may  also  be  permitted 
to  say  that,  in  England,  there  were  lively  protests,  not 
without  serious  reasons,  against  the  very  faulty  assess- 
ment of  various  taxes,  notably  the  local  ones.  The  truth 
is  that  all  modes  of  taxation  have  evils  associated  with 
them,  which  we  must  try  to  reduce  gradually  and  which 
we  cannot  hope  to  make  entirely  evanescent.  More  im- 
portant than  these  reforms  of  detail,  is  the  problem  of  so 
arranging  the  burden  that,  taken  as  a  whole,  it  is  not  too 
unequally  divided  among  the  citizens  ;  and,  still  more,  that 
this  arrangement  does  not  leave  part  of  it  in  the  hands  of 
privileged  persons.  From  both  these  points  of  view,  the 
French  system  is  open  to  severe  criticism. 

III. 

It  is,  to  begin  with,  without  doubt 
©"^Burden  ^^^^  taxation  weighs  heavier  on  the 

poorer  classes  than  on  the  richer  ones. 
On  the  one  hand,  more  than  three  quarters  of  our  bud- 
getary resources  are  furnished  by  indirect  taxation,  which 
is  necessarily  more  burdensome  to  the  poor,  while,  on  the 
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other  hand,  the  direct  contributions  to  the  public  revenue 
rest  on  ancient  foundations  ;  and  these  imply,  with  rare 
exceptions,  rigorously  proportional  rates  which  cannot  re- 
establish the  equality  upset  by  indirect  taxation. 

For  these  reasons,  the  Republican       ,  rr 
•  j_      J        .  1  •  Income  Tax. 

majority  advocate  a  general  mcome 

tax,  instead  of  the  existing  direct  contributions  to  the 
exchequer ;  and  it  cannot  be  doubted  that  this  reform,  the 
advent  of  which  has  been  retarded  by  very  considerable 
difficulties — notably  because  it  necessitates  the  remodelling 
of  local  taxation— will  soon  be  achieved.  But  I  contend 
that,  however  great  this  amelioration  may  be,  it  will  be 
worth  little  while  our  Custom  House  tariff  has  not  been 
recast — while  there  exists  by  the  side  of  the  tax  for  public 
purposes  what  I  must  describe  as  taxation  for  private 
interests.  After  all,  what  is  the  use  of  rearranging  the 
incidence  of  three  or  four  milliards  of  taxation,  when,  at 
the  same  time,  one  section  of  the  community  is  allowed  to 
levy  one  or  two  additional  milliards  for  their  own  exclusive 
profit  ?  This  is  the  outcome,  in  our  country,  of  the 
operation  of  the  Custom  House  traiff. 


IV. 


Everybody  knows  that  after  having 
given  in  its  adhesion  to  Free  Trade,  and^Protec^ion 
in  i860,  France  returned  insensibly 

to  Protection  about  20  years  ago,  and  that  the  vote  in  1892, 
on  the  tariff  of  M.  Meline  constituted  the  climax  ol  this 
reactionary  economic  policy.  Without  dealing  with  the 
question  in  all  its  details,  I  would  like  to  show  what  are 
the  effects  of  the  Protective  laws  on  the  French  taxpayer, 
and  also  to  discuss  the  principal  arguments  which  have 
been  put  forward  in  my  country  to  justify  the  system. 
Formerly,  the  Custom  Houses,  established  not  only  along 
the  frontiers  but  also  between  the  different  provinces,  had 
for  their  essential  object  the  prevention  of  scarcity,  which 
the  difficulties  in  the  means  of  communication  rendered 
formidable.  By  means  of  high  tariffs  or  legal  prohibitions 
of  imports  and  exports,  it  was  sought  to  localise  production 
and  consumption.  The  market  was  thus  so  narrowed, 
and  commercial  intercourse  was  so  difficult,  that  prices  in 
each  district  were  determined  by  the  chances  of  local 
production,  and  fluctuations  m  the  prices  of  provisions 
were  without  bounds.  Moreover,  these  Protective  tariffs, 
even  when  they  reached  prohibition,  did  not  insure,  for 
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manufacturer  or  agriculturist,  stability  in  the  rate  of  profit, 
or  indeed  any  profit  at  all. 

This  aspect  of  affairs  changed  when 
"protectioi?*  inventions  and  progress  in  the 

ways  and  means  of  communication 
had  increased  production  tenfold,  a,ugmented  international 
exchanges,  and  levelled  prices  in  the  great  markets  of  the 
world.  Thenceforward  tariffs  became  precious  instruments 
for  the  capricious  distribution  of  wealth.  This  was 
observed  and  put  in  practice.  The  State  was  called  upon 
to  maintain  or  institute  Protective  duties  on  provisions  or 
merchandise  so  as  to  artificially  raise  prices.  It  was 
asked  to  decree  the  augmentation  of  prices  to  the  detriment 
of  the  majority  of  citizens.  The  consumer  thus  taxed 
pays  a  duty  the  amount  of  which  equals  the  difference 
iDetween  the  price  of  the  commodity  in  the  home  market 
and  its  value  in  free  markets.  Of.  this  tax  the  State 
receives  but  a  part.  It  collects  customs  duties  at  the 
frontier  on  the  products  which  enter.  The  rise  in  the 
price  of  home  products  profits  the  home  producers.  It 
may,  mdeed,  be  said,  in  words  which  will  give  precision 
to  my  expression,  that  the  State,  by  the  establishment  of 
Protective  duties,  becomes  the  partner  of  the  manufacturers, 
the  capitalists,  and  the  landlords.  It  establishes  for  them 
a  tax  on  the  consumer,  the  produce  of  which  they  divide 
between  them,  the  distribution  being  in  proportions  varying 
according  to  the  action  and  reaction  of  economic 
phenomena.  When,  for  some  reason  or  other,  home 
production  increases,  importation  decreases,  and  the  public 
tax  diminishes  swallowed  up  by  the  private  tax.  If  some 
unhappy  event,  such  as  a  bad  harvest,  occurs,  foreign 
goods  enter  in  large  quantities,  the  public  tax  increases 
and  the  private  tax  diminishes.  This  alternation  of  rise 
and  fall  in  the  produce  of  import  duties  has  the  effect  of 
upsetting  public  finance,  of  producing  a  surplus  of  taxation 
when  the  country  is  becoming  poorer  and  a  deficit  when 
the  country  is  becoming  richer.  Notably,  in  igoi-2,  our 
harvest  of  corn  and  wine  was  so  abundant  that  nothing 
was  imported  under  these  heads,  and  the  produce  of  the 
customs  duties  was  wiped  out ;  while  in  1898  and  1903, 
the  harvest  having  been  bad  or  mediocre,  the  importation 
was  large  and  the  yield  of  the  customs  duties  suddenly 
increased.  But,  however  grave  this  may  be,  it  is  only  a 
secondary  matter.  The  principal  point  is  that  the  State, 
by  setting  up  such  taxes,  consents  to  the  assignment  of 
the  power  of  taxation  to  certain  mdividuals  whom  it 
invests  with  the  means  of  levying  a  tribute  from  the  masses. 
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Can  the  importance  of  this  con- 
cession be  measured  ?    To  put  this 

...  i.u      r  Measured? 

question  m   another  lorm — can  we 

ascertain  the  proportion  between  the  pubhc  tax  ostensibly 

and  directly  paid  into  the  public  exchequer,  and  the 

private  tax  paid  to  the  privileged  producer  by  the  consumer 

without  his  perceiving  it  ?    Doubtless  it  is  impossible  to 

reply  by  giving  figures  which  would  be  safe  from  all  dispute. 

It  is  impossible,  mathematically,  to  calculate  the  amount 

of  the  private  tax  unless  we  can  determine,  for  each  of  the 

protected  articles,  the  excess  of  the  prices  in  the  home 

market  during  a  certain  period,  and  multiply  the  figures 

thus  obtained  by  the  quantities  consumed.    It  is  easy, 

therefore,  to  understand  that  our  calculations  cannot  be 

exact,  not  only  because  they  are  very  complicated,  but 

because,  for  the  greater  number  of  products,  we  do  not 

know  the  extent  of  consumption.    On  the  other  hand  it 

is  relatively  easy,  by  choosing  one  or  more  typical  products 

of  general  utility,  on  the  production  and  consumption  of 

which  we  have  some  data  (such,  for  example,  as  corn),  to 

determine,  for  each  of  these  products,  the  relation  between 

the  private  tax  and  the  public  one,  and  then  reason  from 

the  particular  to  the  general. 

In  a  paper  presented  a  few  months    „  ^     ,  r> 
,  r  \       .        1  ^  r    M.  ZoUa*s  Paper. 

ago  to  the  International  Congress  oi 

Statistics,  M.  Zolla  demonstrated  that  the  excess  in  the 
price  of  corn  in  France,  during  the  period  1896  to  igoo, 
had  been  4  francs  per  hectolitre.  The  harvests  in  the 
course  of  these  five  years  having  attained,  on  the  avarage, 
115  millions  of  hectolitres  per  year,  from  which  45  millions 
must  be  deducted  as  reserved  for  sowing  and  the  consump- 
tion of  the  producers,  70  millions  per  annum  must  have 
been  sold  at  prices  augmented  by  an  average  of  4  francs 
per  unit.  '*The  consumers  of  corn  who  are  not  producers 
of  it,"  concludes  M.  Zolla,  "have  thus  borne,  in  the  form 
of  an  artificial  rise  in  the  price  of  the  corn  bought  by  them, 
a  loss  of  280,000,000  of  francs  per  annum."  On  the  other 
hand,  as  the  customs  duties  on  corn,  during  the  five  years 
in  question,  have  produced  an  average  annual  revenue  of 
28,000,000  of  francs,  the  proportion  between  the  visible 
tax  paid  into  the  treasury  and  the  invisible  one  paid  to  the 
producers  is  exactly  one  to  ten.  And,  since  the  produce  of 
the  Protective  customs  duties  as  a  whole,  for  the  years 
i8g6  to  1900,  was  an  average  of  230,000,000  of  francs,  the 
total  of  the  private  tax,  calculating  in  the  above  proportion, 
came  to  2,300,000,000  francs  per  year.  Let  us  admit  that 
this  figure  may  be  too  large.  The  argument  remains  valid. 
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Let  us  reduce  it  by  20,  30  or  50  per  cent,  it  still  remains 
that  a  sum  in  excess  of  a  thousand  millions  of  francs, 
amounting  to,  and  perhaps  exceeding,  two  thousand 
millions,  is  taken  every  year  from  consumers  to  be  shared 
between  a  certain  number  of  producers.  How  can  such  an 
abuse  be  defended  ? 

Among  the  advocates  of  Protection, 
The  Protectionist  some  deny  the  evidence,  contest  the 
facts — which  is  very  easy.  They  say 
that  Protection  does  not  sensibly  increase  prices,  and  that, 
if  it  were  not  so,  this  would  be  of  no  importance,  because 
there  would  be  an  increase  in  the  workman's  wages  which 
would  indemnify  him.  The  first  part  of  this  reasoning  is 
audacious.  What  is  the  raison  d'etre  of  Protection,  what 
purpose  would  it  serve,  if  it  did  not  raise  prices  ?  The 
instance  just  given,  that  of  corn,  is  sufficiently  conclusive*. 
And  it  is  not  an  isolated  case.  It  suffices  to  read  the 
statistics  with  attention  in  order  to  perceive  that  the  same 
state  of  affairs  exists  for  all  protected  products.  It  is 
impossible  that  it  should  be  otherwise.  The  only  point 
which  it  is  necessary  to  bear  in  mind  is  that,  as  we  shall 
show,  production  is  sometimes  stimulated  by  the  artificial 
advantages  given  to  it  into  becoming  too  abundant  for  the 
home  market.  Then  prices  fall,  the  private  tax  decreases 
and  may  even  disappear ;  but  then,  also,  Protection  has 
failed,  and  has  no  longer  any  purpose  to  serve. 

Nor  can  it  any  more  be  upheld— 
P'*otectioji  and      though  it  is  often  attempted— that 
'  Protective  duties  and  indirect  taxes 

in  general  bring  about  a  rise  in  wages  which  compensates 
the  workman.  There  are  few  sophisms  more  easily 
accepted  and  more  frequently  repeated,  because  they  are 
very  reassuring,  by  those  who  like  to  sleep  on  the  handy 
pillow  of  social  conservation.  There  is  scarcely  any  more 
entirely  false  or  which  has  justified  worse  abuses.  More 
than  a  century  ago,  when  Turgot  wished  to  abolish  the 
corvees — the  odious  tax  of  the  ancien  regime — and  to  meet 
the  expenditure  on  the  highways  by  a  proportional  tax  on 
'land,  which  would  have  been  just,  he  met  with  opposition 
from  the  Lord  Chancellor,  M.  de  Miromesnil.  In  defending 
the   privileges  of  the  nobility  and   clergy,  Miromesnil 

*  It  has  been  said  that  the  consumer  of  bread  does  not  feel  the  effects 
of  customs  duties  on  grain  or  flour.  Common  sense  bids  us  attach  no 
importance  to  such  allegations,  notoriously  refuted,  moreover,  by  Prof. 
Hirschfeld  in  his  essay  on  the  prices  paid  in  Berlin  for  flour  and  rye-bread 
between  1886  and  i8g8,  and  by  Dr.  Paul  Mombert  in  a  book  entitled, 
"  Le  poids  annuel  sur  I'ouvrier  resultant  des  taxes  sur  les  bles." 
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contended  that  the  charges  directly  imposed  on  the 
commoners  fell  indirectly  on  the  privileged  classes.  For 
example,  he  said  that  the  taille  d' exploitation  lowered  the 
rent  of  farms  and  the  corvee  increased  the  wages  of  those 
subjected  to  it.  He  concluded  that  the  privileges  of  the 
nobility  and  clergy  were  more  apparent  than  real.  This 
line  of  reasoning  is  analogous  at  all  points  to  that  advanced 
to-day  by  the  champions  of  indirect  taxation  and  par- 
ticularly of  Protective  customs  duties.  They  pretend  that 
these  taxes  are  compensated  by  a  rise  in  wages.  These 
arguments  lead  to  the  justification — the  glorification  if 
necessary — of  the  most  excessive  privileges  of  the  nobility 
and  clergy  under  the  ancien  regime.  This  alone  is  sufficient 
to  enable  us  to  estimate  their  worth.  Let  us,  however, 
study  the  question  more  carefully,  so  as  to  convince  every- 
one. Turgot  answered  Miromesnil  that  the  workman, 
who  has  only  his  arms  to  depend  on,  is,  at  least,  forced  to 
advance  the  tax,  and  even  if  he  had  it  repaid  afterwards 
"it  is  nothing  less  than  an  advance  from  the  poor  to  the 
rich,  from  which  follow  all  the  horrors  of  poverty." 
Nothing  is  more  true,  but  there  is  more  and  even  better  to 
say.  Corresponding  on  this  subject  with  Turgot,  in  1776, 
David  Hume,  the  British  philosopher,  wrote  a  letter  which 
ought  to  be  read  in  its  entirety,  and  from  which  the 
principal  passage  must  be  quoted: — ''The  merchants," 
says  Hume,  "who  manufacture  cloth  for  exportation, 
cannot  raise  the  price  of  their  goods  because,  if  they  did  so, 
the  cloth  would  be  too  dear  to  be  put  upon  the  foreign  mar- 
kets ;  those  who  work  for  the  internal  consumption  of  cloth 
cannot  raise  their  price  either,  because  there  are  never  two 
prices  for  the  same  kind  of  labour.  This  is  true  of  all 
products  of  which  some  quantity  is  exported,  that  is  to 
say,  of  all  products  ;  and  even  if  there  were  some  product 
of  which  no  quantity  is  exported,  the  price  of  the  labour 
employed  on  it  could  not  be  raised,  for  the  elevation  of 
the  prices  would  attract  so  many  workers  to  that  kind  of 
industry  that  a  drop  in  the  price  of  the  labour  would  at 
once  result.  .  .  .  It  seems  to  me,"  concluded  David  Hume, 
"that  when  a  tax  is  put  upon  consumption,  either  the 
workers  consume  less  or  they  work  more. " 

In  this  there  appears  to  be  nothing  essential  to  correct  ; 
and  there  is  nothing  of  importance  to  add  to  these  argu- 
ments, the  exactitude  of  which  is  confirmed  by  experience. 

If  it  were  true,  as  the  advocates  of 
indirect  taxation  argue,  that  these  ^^^^^^  *"?."Sland, 

u       4.U     IX    ^    r     •  •  France  and  Germany, 

taxes  have  the  effect  of  raismg  wages, 

then  the  price  of  labour  ought  to  be  very  much  lower  in 
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-England,  where  there  are  no  Protective  duties,  than  in 
France  and  Germany,  which  have  them.  But  statistics 
show  that  money  wages  are  25  %  higher  in  Great  Britain 
than  in  France,  and  50  %  higher  than  in  Germany.  It  is 
useless  to  endeavour  to  explain  this  away.  All  the 
subtleties  in  the  world  can  do  nothing  against  the  hard 
facts  of  the  case.  The  policy  of  Free  Trade  is,  as  my 
friend  Yves  Guyot  has  recently  said,  the  policy  of  high 
remuneration  of  labour. 

Let  us  put  aside  these  Protectionist 
Ar^ument"^*  allegations,  which  are  not  to  be 
taken  seriously,  and  take  in  hand  the 
only  argument  which  really  counts — the  nationalist 
argument.  It  is  true,  say  those  of  the  Protectionists,  who 
speak  clearly  and  frankly,  that  the  system  inflicts  heavy 
charges  on  the  consumer ;  but  all  must  accept  it  for  the 
common  good.  Nations,  like  individuals,  cannot  live  save 
by  work.  From  the  moment  when  foreign  competition 
endangers  their  great  industries,  especially  their  agricul- 
ture, it  is  their  duty  to  resist  and  their  right  to  impose 
sacrifices  on  the  community  as  a  whole,  to  this  end.  It 
is  because  the  necessities  of  this  struggle  for  national  life 
take  this  form,  that  nearly  all  the  great  nations  of  the 
world,  even  those  who  appear  most  opposed  to  the  inter- 
vention of  the  State,  turn  one  after  another  to  Protection- 
ism, while,  about  forty  years  ago,  they  were  on  the  road 
to  Free  Trade. 

P    -  The  pivot  of  this  reasoning,  which 

^*  we   hope  we   have   summed  up 

sufficiently  clearty,  so  as  not  to  detract  from  its  force, 
is  the  idea  that  nations  cannot  live  except  by  working. 
This  is  true  ;  but  the  conclusions  inferred  from  it  are 
fallacious.  It  would  be  folly  in  an  individual,  under 
the  notion  that  everybody  should  keep  himself,  to  attempt 
to  produce  all  that  was  necessary  for  his  existence.  If  he 
would  listen  to  the  voice  of  reason,  he  would  find  out  the 
waste  of  effort  to  which  he  would  thus  subject  himself. 
He  would  find  out  that  the  principle  of  the  division  of 
labour  indicates  the  wisdom  of  each  concentrating  his 
activity  on  some  special  work.  That  which  is  true  for 
individuals  is  equally  true  for  nations.  For  nations,  as  for 
individuals,  progress  lies  in  the  division  and  specialisation 
of  labour.  The  people  of  a  country  who  try  to  supply 
themselves,  by  their  own  resources,  with  the  greater  part 
of  their  articles  of  consumption,  will  achieve  only  a  loss 
of  exertion.  Their  activities  will  be  dispersed  ;  part  of 
them  will  be  engaged  in  tasks  for  which,  either  for 
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physical  or  economic  reasons,  they  are  not  best  fitted  ; 
they  will  be  driven  away  from  those  labours  in  which  they 
excel ;  and  it  will  be  the  masses,  the  nation  as  a  whole, 
which  by  the  mechanism  of  the  Custom  House  and  the 
private  tax,  will  pay  the  price  of  these  errors. 

Will  you  reply  that   this  is  an 
academic   thesis  ?     A  country,   we    The  Protectionist 
are  told,  which  would  follow  such 

principles  would  be  compelled  to  drop  some  of  its 
industries  the  prosperity  of  which  is,  perhaps,  an 
essential  factor  of  its  development.  Can  a  country  like 
France,  we  are  asked,  in  which  agriculture  is  the  principal 
source  of  wealth,  see  this  put  in  peril  by  the  competition 
of  young  countries,  and  resign  herself  to  this  ?  Must 
^he  not  defend  herself?  And  by  what  means  can  she  do 
this  if  not  by  Protection  ? 

The    argument    is  specious  and 
looks  impressive  ;  it  has,  however,  no    ^^^n  ^-^^^a  ^^^^^ 
cogency  save  in  appearance.  First, 

we  must  point  out  that  there  is  no  country  in  which 
agricultural  production  is  threatened  in  its  entirety.  One 
nation  conserves,  and  will  conserve,  the  superiority  of  its 
vintages,  another  that  of  its  pastures.  The  agricultural 
crisis  will  always  be  restricted  to  one  category  of  products, 
and  therefore  to  one  kind  of  land  and  one  class  of 
cultivators.  If  things  were  allowed  to  find  their  level, 
they  would  eventuate  in  the  reduction  or  even  the  local 
disappearance  of  rent.  The  value  of  certain  lands  would 
diminish  until  it  became  profitable  once  more  for  capital 
to  be  invested  in  them.  That  this  evolution  would  be 
very  painful  for  the  landlords,  especially  for  those  who  do 
do  not  live  on  their  properties,  cannot  be  disputed.  That 
it  is  legitimate  to  lighten  for  them  the  burden  of  this 
sacrifice,  that  it  may  be  expedient  to  make  ample  com- 
pensation, we  allow.  We  might  go  so  far  as  to  allow,  for 
some  time,  subvertions  to  the  small  farmers  who  are  the 
most  threatened,  in  order  to  furnish  them  with  the  means 
of  improving  their  modes  of  production.  But  what  is 
inadmissible  is  that  these  limits  should  be  passed.  To  do 
this  would  be  to  overlook  the  welfare  of  the  greatest 
number  in  order  to  go  to  the  assistance  of  a  comparatively 
few  producers. 

Onerous  as  Protection  is  for  the 
consumers,  it  is  nevertheless  impotent  Impotence 
,        ,  rr-  4.1.  ■     \  of  Protection, 

to   stave   on  the   economic  trans- 
formations which  the  march  of  civilization  necessitates. 
It  can  only  put  off  their  coming  for  a  few  years.    It  serves 
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about  the  same  purpose  as  the  hillocks  of  sand  which 
children  build  up  on  the  beach  when  the  tide  is  coming  in. 
It  is,  moreover,  inefficacious  for  the  small  producer,  and 
profitable  only  to  an  oligarchy.  In  order  to  expound  with 
clearness  these  two  theses,  we  will  consider  separately  two 
cases  : — (i)  where  Protection  is  specially  applied  to  agri- 
culture, and  (2)  where  it  is  extended  to  the  majority  of 
industries. 

Let  us  form  the  first  hypothesis, 
Agricultural  unrealisable  in  practice  as  we  will 
Protection.  ,  ^    .       ^  .  4. 

show.      Let   us  imagme  that  the 

application  of  Protective  tariffs  is  limited  to  agricultural 
products.  It  is  certain  that,  for  a  few  years,  the  rise  of 
prices  will  assure  profits  to  agriculture,  by  which  land- 
owners will  be  the  chief  gainers.  But,  of  these  profits, 
all  who  are  engaged  in  making  them  will  endeavour  to  get 
as  large  a  share  as  possible.  Production  will  increase 
while  consumption  will  slacken  because  of  the  elevation  of 
prices.  After  a  longer  or  shorter  period  production  will 
outstrip  consumption,  prices  will  fall,  a  crisis  will  be 
brought  about,  more  serious  than  that  which  it  was  sought 
to  prevent,  because  it  will  attack  a  greater  number  of 
persons,  particularly  those  who,  confident  in  the  saving 
power  of  Custom  House  duties,  believing  that  the  legis- 
lation has  a  supernatural  power  of  fixing  the  course  of 
trade,  set  to  work  on  a  small  margin  of  profit.  Protection 
does  but  aggravate  the  crisis  by  putting  back  its  date. 

^        ,  n   4-   4.'  But  there  is  no  example  of  a  system 

General  Protection.     r  j^,    .  i-         1  ,^        •  ^ 

01  Protection  limited  to  one  industry. 

When  one  has  put  his  finger  into  the  machinery  his  entire 
body  must  follow.  To  protect  one  category  of  persons  is 
to  unchain  the  appetite  for  it  of  all  others.  Everyone 
will  claim,  and  not  altogether  without  reason,  analogous 
advantages  to  those  which  have  been  conceded.  By  the 
force  of  circumstances  this  must  be  allowed.  We  thus 
arrive  at  nearly  an  equal  increase  of  the  prices  of  the 
majority  of  articles.  This  has  a  double  consequence.  On 
the  one  hand,  productive  industries,  the  vital  industries  of 
a  country,  are  changed  without  compensation.  On  the 
other  hand,  for  all  the  small  producers  of  protected 
commodities  the  advantages  given  to  them  are  annulled — 
what  is  given  with  one  hand  is  taken  away  with  the  other. 
The  system  ends  with  this  admirable  result — to  prevent 
growth  and  sometimes  to  ruin  the  industries  for  which  the 
nation  has  a  natural  superiority !  All  the  small  manu- 
facturers and  farmers,  and  even  the  small  landowners,  who 
can  scarcely  save,  have  to  pay  in  excess  for  the  provisions 
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they  consume,  the  clothing  they  buy,  the  machines  and 
tools  which  they  are  forced  to  obtain,  and  thus  bear  the 
burden  of  a  private  tax  at  least  equivalent  to  that  which 
they  receive  in  selling  of  their  articles  at  augmented  prices. 
The  large  landed  proprietors  and  the  large  manufacturers 
who  sell  their  wares  at  artificially  increased  prices  for  a 
sum  far  in  excess  of  that  which  they  lay  out  on  goods 
equally  protected,  these  alone  draw  large  profits  from  the 
system.  It  is  a  new  feudalism,  which  gathers  up  and 
amasses  nearly  the  whole  of  the  pence  levied  on  the 
consumers.  Need  one  be  astonished  if  a  nation  which  has 
Protective  duties  has  been  compared  to  a  vast  benefit 
society  in  which  the  rich  are  participating  members  and 
the  poor  non-participating  ? 

The  followmg  objection  will  un- 
doubtedly arise  in  the  minds  of  those    ^.^y  Protection 
.      xj      •   -i.      ^    J  4.-      exists  in  France, 

present. — How  is  it  that  a  democratic 

republic  tolerates  such  privileges  ?  It  is  easy  to  reply  to 
this.  Everyone  knows  to  what  an  extent  property  in  land 
is  divided  in  France.  The  greater  part  of  the  land  is 
apportioned  between  a  very  large  number  of  small  pro- 
prietors, the  majority  of  whom  are,  without  doubt,  obliged 
to  work  for  their  living  on  large  or  medium  estates,  but 
who,  being  profoundly  attached  to  the  corner  of  earth 
which  they  possess,  imagine  that  their  predominant  interest 
is  in  selling  their  agricultural  products  at  high  prices.  It 
is  this  very  numerous  class  of  small  proprietors  which  the 
partisans  of  Protection  have  indoctrinated  and  regimented. 
They  have  persuaded  them  that  Protective  tariffs  are  to 
their  advantage,  whereas  the  truth  is  the  reverse.  They 
have  thus  succeeded  in  creating  among  the  peasantry  a 
current  of  opinions  to  which  Parliament  has  been  obliged 
to  bow ;  and  which  has  ended  in  the  institution  of  duties, 
low  at  first,  but  afterwards  high,  on  agricultural  products. 
Naturally,  the  manufacturers,  in  their  turn,  have  claimed 
to  be  similarly  "protected,"  and  it  has  been  impossible  to 
refuse  this. 

However,  a  reaction  of  which  the 
more  clear-sighted  see  already  the  Coming 
shadows  cast  before,  is  in  course  of        Keac  ion. 
preparation.    Protectionism  will  succumb  under  the  weight 
of  its  excesses.    It  will  perish,  less  because  of  revolt  on 
the  part  of  the  docile  consumers  who  have,  up  to  the 
present,  allowed  themselves  to  be  fleeced  without  pro- 
testing, than  because  the  abundance  of  agricultural  produce 
raised  up  by  the  mirage  of  Protective  duties  will  lead  to  a 
fall  in  prices  which  will  undeceive. 
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Individual  initiative  for  disinterested  motives,  w^hich 
IS  one  of  the  chief  sources  of  progress  in  the  world,  will 
hasten  the  fall  of  a  system  of  which  one  may  say  that, 
whatever  grand  words  may  be  used  in  its  behalf,  has 
for  its  essential  cause  the  appetite  for  privilege. 


VI. 

I  can  never  be  sufficientl}/  recognizant  to  the  members 
of  the  National  Liberal  Club  Political  and  Economic 
Circle  for  their  gracious  invitation,  if  the  explanations 
which  I  have  given  have  dissipated  any  doubts  as  to  the 
noxiousness  of  Protection  in  the  minds  of  certain  of  my 
English  friends,  and  hasten  the  coming  of  that  change  of 
opinion  which  I  am  awaiting  in  France  with  a  confidence 
inspired  by  an  invincible  faith  in  the  genius  of  my  country. 
M}^  country  may  allow  itself  to  be  misled  for  the  moment, 
in  politics  as  well  as  in  economics.  It  has  too  much 
knowledge  of  its  true  interests,  too  great  a  devotion  to 
reason,  too  profound  a  love  of  progress,  to  persist  for  any 
lengthy  period  in  a  false  path  to  which  it  has  been  mis- 
takenly committed. 


After  the  dinner,  the  Earl  of  Crew^e  successively 
proposed  toasts  to  the  health  of  the  King,  the  Queen 
and  the  Royal  Family,  and  the  President  of  the  French 
Republic.  These  were  enthusiastically  drunk.  The  Earl 
of  Crewe  then  proposed  "  L'Entente  Cordiale  between 
France  and  the  United  Kingdom,"  and  coupled  this  with 
the  names  of  M.  Joseph  Caillaux  and  M.  Yves  Guyot. 
This  was  drunk,  and  Messrs.  Caillaux  and  Guyot  responded. 
Mr.  J.  H.  Levy  then  proposed  "  Our  Visitors,"  and  coupled 
this  with  the  names  of  M.  Marius  Duche,  President  of  the 
French  Chamber  of  Commerce  in  London  ;  Mr.  A.  Barton 
Kent,  President  of  the  Entente  Cordiale  Society ;  and 
Professor  Vambery.  This  was  drunk,  and  those  gentle- 
men responded.  Mr.  John  Fell  then  proposed  "The 
Health  of  the  Chairman."  This  was  drunk,  the  Earl  of 
Crewe  responded,  and  the  meeting  separated. 
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